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fo His Henour Henry Cookshatt, 


Lieutenant-Governor of the Province of Omtarieo. 


Mey it Please rear Renewss- 

In pursuance of the direetions contained in the 
Royal Commission dirested to us te inquire into, consider 
and report upon all matters of expenditures and i sc 
tion by the fyare-Electric Pewer Commission of Ontario, 
(hereinafter called “the Commission"), we have heard 
eviews and examined all doguments, records, agresments, 
by-laws and statutes relating to the business and affairs 
ef The Guelph nad ai (Ep ARDa} ‘ond acquisition thereof by 
the Commission we behalf of the Municipal Sorporation ef 
the Gity of Guelph, and herein respectfully submit this 


Report thereone 


The Guelph Street Railway, built in 1694 by George 
Sleeman, was acquired by the Gity et Guelph in 1902 by the 
purchase of the outstanding capital stock of the Guelph 
Radial Railway Company for $30,000.00 and the assumption of 
a bonded indebtedness of $48,000.00. Extensions and better~ 
ments were made by the City from time to time, and in 1919 


the estimated value of the System was about $200,000.00. 
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The Railway had never been financially successful and annual 
deficits had to be nat out of the City's revenues from taxes. 
The experience of Gue lph with its transportation leon was 
net unaseal. It was much the same as that of other cities 
of the same size. 

| In addition to ite saree railway, the City owned 
the Guelph Junstion Relivay, a seam read, which was operated 
by the Ganséian Pacific Railway under aa agreewent, with 
eatiatactery results to the City, whieh had received a 
return in 1921 of $86,000.00 on an arbabennt eof $172,000.00. 

fhe Grand River Railway, a subsidiary of the Ganadian 

Pacific Sa thuats Operated radial lines in and connecting 
Preston, Waterloe, EK pnek®, Galt and Hespeler, and the 
Lake arte and Sershare Railway, another end si@harys eon= 
nected these sanne with Paris, Brantford, Simcoe and Port 
Dover. An extension of the Grand River Line feom-Reepeler 
te Guelph would have enabled the Canadian Paci fic Railway 
to enerabe the Guelph Street Railway as part of its system, 
and, having in view the satisfactory results of the City's 
agreement in respect of the Guelph Junction Railway and 
the probable mutual advantage to be dorivea from the 
operation of the street railway by the Ganadilan Pacifie 
Railway, the City Council opened negotiations with that 
railway in the hope that an arrangement might be made, 


which would relieve the Municipality from the burden of 
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annual deficits on operation of its street railway. 

AM agroemnt, subject to ratification by the 
electors of the City, was concluded for the management 
of the street rallway and the building of a line te con- 
neot it with the Town of Hespeler, by the Grand River 
Railway Company. <A by-law to confirm this agreement was 
submitted to the electors of Guelph, August llth, 1919, 
but was defeated. 

Apparently the main contributing causes of defeat 

ef the by-law were: 


“le Weight given to the view expressed by Mr. 
de We Lyon, influential in the affairs of the 

 Gity ko the Guelph Junction Reil- 
way for 4 Org, that the Genadian 
Pacific Railway was not entering into the agree~ 
ment through its subsidiary for the sole purpose 
of helping « harrassed Council to overcome 
difficulties with street cars, but that the 
‘Company intended to divert freight from the 
Guelph Junction Railway to the Yrand River 
radials, which would connect Guelph with Port 
Dever and reb Guelph of revenue from its steam 
rond. 


2. That the agreement would in effect give a 
private corporation comtrol of the City’s streets. 


Se The campaign against the by-law by members 
ané officers of the Gommission and of the Hydro- 
Blectrio Railway Association. In the words of 
‘Ur. J. Me. Taylor, another prominent citizen of 
Guelph: 

“The Hydro organization got to work, 
the papers immediately dropped pushing 
the Canadian Pacific contragt &nd it 
was voted down." 


The Commission in opposing the ratification of the 


agreement with the Grand Biver Railway had outlined the 
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bene fits wh ieh it cont ended would accrue if the road 
were operated by the Commission instead of by the Canadian 
Pacific. | 

By the end of the same year, vate y: the Stinde 
decided be transfer beer sg railway to the Commission and a 
aanpesgn was inaugurated and conducted by or under the 
direetion of the Commission end the Hydro-Rleetric Railway 
Asson tation in faver of the approval by the electors of 
two by-laws, ono providing for the acquisition of the rail- 
way by the Commission, the other tneluding the railway in 


a Hydro-Radial — Gommission in a report te the 


Gity outlined thr wefor the Operation of the road, 
all of which contemplated yearly deficits running from 
$6,000.00 te 917,000.00, so long as the road was operated 
slene. the campaign in favor of the two by~laws had for 
its foundation the development of Guelph as an important 
unit in a radial system. Apparentiy no effort was spared 
to impress the electors with the benefits they would 
derive from having their railway operated by the Commission 
and at the same time having it form a part of the Commis- 
sion's radial scheme. 

fhe inducements held out to the electors may be 
illustrated by the following advertisement inserted in 


loeal papers on December 29th, 1919: 
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“REMEMBER ~- Guelph is offered a partnership with 
other municipalities in a system of Hyd ro-Zlectric 
Railways that will make Guelph grow, that will pay 
us $150,000.00 for our Street Railway, that will 
give us a REAL street railway with REAL S2RVICH, 
hhat will give us the outside connections we need, 
that will give ua a line to Puslineh Lake, and that 
will not cost the taxpayer one dollar.” 


fhe consideration of $150,000.00 to be paid to the 
Gity had evidently been impressed on the electors, a8 
earlier in the same month the following sentence appears 
in the editorial column of a local paper: 


"ve obtain a ten-minute service, an up-to-date 
road, and $150,000.00 in cash." 


Both by-laws oe but were ineffective 


as the Hydro-Radi s not approved by the other 
municipalities interested. 

Application was made to the Legislature during the 
Session of 1920 for an Act sanctioning the purchase of the 
Railway by the Commission, but the epplication was not 
grantede 

In January, 1921, a now agreement was submitted 
to the electors and ratified. The Legislature confirmed 
this agreement by “The Guelph Railway Act, 1921". 

4 material difference between the agreement of 
1919 and that submitted in January, 1921, was that the 
former agreement provided for the City receiving $150,000.00 
for the railway from the Commission; the latter contained 


the same provision, but with the additional clause +0 the 
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effect that the City agreed to bear the sceost of agquiving 
the railway, s0 under the agreement ratified by The Guelph 
Railway Act, 1921, the City has to provide the Commission 
with the funds which the Gommission pays to the “ity for 
the railway. There was no evidence adduced before us te 
show whether or not this difference between the agreement 
of 1919 and that of 1920 wae considered, or that any weight 
was given to it, by the eleetors, when &@ vote was teken 


in January, 1921, on the 1920 agreement. 


Prior Ory of the railway, a valuation 
¢ 


was made by the eligitieers of the Somission. in this 
valuation $15,603.00 was included as the value of assets 
apparently of an intangible character. The values assigned 
to the various classes of assets in this valuation, which 


was dated Hay ist, 1921, were as follows: 


Rng inmeering and Superintendence $4,954.00 


Right~of-way | 575.00 
rack and Roadway Sonstruction 71,285.00 
Blectrie Line Construction 7,848.00 
Real Bstate used in Operation of Road 2,154.00 
Buildings and Vixtures used in 

: Operation of Road 17,206.00 
Power Plant Equipment | | 500.00 
Shop tools and Machinery 1,814.00 
dars 16,186.19 
Blectrical Equipment in Sars 12,330.00 


Miscellaneous Squipment 
all, other, including intangibles 


otal $144,698.19 
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The agreement, which is dated 8th December, 1920, 
poasenes thet the City should sell and the Gommission should 
purchase the ‘railvay tor a consideration, ae set out in 
Glause 2(a), of $150,000.00, payable, including interest at 
4t por cent. per annum, in instalments of $11,700.00 in 
each year for twenty years im haif-yearly payments, on lst 
iiay and ist Hovember, the firat of such half~yearly pay~ 
ments of $5,850.00 to be made om ist HWovember, 1921. The 
agreement further provided that the City should “bear 
the cost of acquiring, equipping, ¢eperating, maintaining, 
repairing, renewing and insuring the railway and its 
property and wars aMiished by the Commission". 

Section 5(%) of the Act provided, im part, that: 

“In the event of the revenues derived from the 

Operation of the railway being insufficient in 

any year to meet operating or working expenses 

‘ineluding e¢lectrieal power or energy and the cost 

of administration and the payments provided for 

in clause 2({a) of the ssid agreement and the 

annual charges for interest and sinking fund on 

the bonds and fer the renewal of any works belong- 
ing in whole or in part to the railway, such 
deficits shall be paid on demand of the Conmais- 
gion by the Corporation, and any arrears of the 

Corporation shall bear iaterest at six per cent. 

per annun." 

Thus, while the Sommission is required te pay the 
City $160,000.00 and interest, the City is required to pay 
to the Commission any deficit arising through the revenue 
being ineufficient to meet the cperating expenses, the 


cost of power and administration, the payments to be made 
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to the Gity under Clause 2(2), the annuai charges for 
interest; and sinking funds aud the cost of renewing the 
whole OF. aay par t. OF the vad WAY =. ae PR Mae Bee ee oe 
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Remite of Overton 


The ioas on operat ions for the yoar ended October 
Sint, A922, Anoluding instalments on ageount of purchase 
price payable to the Gity of Guelph, but not including 
provision for renewals for 1922, was $23,574.52, and for 
the eighteen months ending October slet, 1922, was i 
$54,225.64. The loss for the year ended October sist, | 
1922, was 58 por eente more than the maximum $17,000.00 | 
yearly lose ost imted by the Commission's engineers. 


Had Brevi sion been made for renewals in 1922 an rarely 


operation ing wh | Ay ¥. would Rave hye; incurred, 
bringing the loss for the yoar to $30,174.32, and the 


accumulated loss for eighteen months' operation to 
$40,825.64. | 
| Under the terms of the agroonont and the et, 

the defieit beforenoted of $54,225.64 for the @ ightoon 
months ending October Sist, 1922, was payable by the Cty 
to BAe, Gommissione 20 the seme date there was aue nad 
payable to the Gity by the Commission the sum of $27,550.00, 
the amount of three half-yoarly payments on account of 
the purchase price of ‘9150, 000. 00. the Commission has 
credited in ite books of acponnt this amount of $17 55509200 — 
to the Saez against the de tiett of $54.225.64 ' leaving 

a debit belance against the City of ¥16, 675.64, of which 


$11,885.97 still remains owing by the Gity to the Sommission. 
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The liability of the City to the Goumission is, 
however, ca ‘Limited to mak ing up annual deficits. Under 
the terms of the agreement and as provided ix the Gueiph 
Rallway Act, the Commission, wi th the consent of the City, 
may issue bonds from time to time to ame et the capitel cost 
of improvements and extensions. fhe Ast further provides 
that the City shail issue its own debentures to £n amount 
not oxoee ding $300,000.00 and shall deposit them with the 
Commission as eollateral security tor the purenese Ra oe 
ot $150,000.00 and $150, 000.00 on ace ount of the sont of 
the eens ot CYP Yeren. ohus ‘the city, Pepin 
the creditor of the pnmaagonapeoin to the extent of $150,000. 00, 
was s bequired to issue ‘its own debentures for thet amount 
in order to guarentee the Gawni ue ten that it woule have 
funds out ot whieh to pay the City. 

Pursuant to the Aet the Commission ieeued geen 
for $150,000.00, payable May he 1932, and basta ime interest 
at 6 per cent. to cover the amount required for the re~ 
hebilitation of the rped, und the City tecuea its debentures 
for $300,000.00 to cover this amount and the purchase price, 
and depe@sited these debentures with the Commission. Under 
the terme of The Guelph Railway Act the Commission has power, 


in the event of any deficit in operations, to require the 
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City to pay the deficit, and in the evant of the City 
failing to do so it may sell the debentures of the City 
eo deposited with 1% to the extent of the deficiency, 
and meet the deficiency in this waye 

fhe Act further authorized the Commission, with 
the consent of the municipality, to issue additional 
debentures from time to time as needed for extensions — 
and betterments of the system, and it further provided 
that, if required by the Gommission, the City shall issue 


bends for ah equal amount and deposit them with the Com~- 


mission, to be sola@ by 
the deficit, if o 


being pald to it by the City. In the words of the Act: 


Commission in the event of 


working of the railway, not 


“r¢ the Corporation shall make default 

in payment of any such deficit the Commis- 
sien shell thereupon sell or otherwise dis~ 
pose of so much ef the debentures of the 
Gorporation as shall be necessary to supply such 
deficiency at such rates of discount or 
premium and on such terms and conditions 

as the Gommission in its sole discretion 
shall deem to be in the interests of the 
railway, the proceeds of such debentures 
being used solely for the purposes here~ 

in contained.* 


In addition to the original issue of bonds of the 
Commission for the purposes of rehabilitation, the issue 
by sie Bacitodion 02 additional bonds amounting te 
$160,000.00, matur ing May lst, 1931, and bearing interest 


at 6 per cent. per annum, was authorized by by-law ef 
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the City of Guelph, dated July Sist, 1922. These bonds 
were issued ond pledged by ihe Aenmninsias to the Bank 

of Montreal as security for a loan to the Commission of 
$115,000.00 Wile, & 8 already yetuted out, the Commission 
has the right to require the Si ty of Guelph to deposit 

its debentures for #150, 900 .00 to secure this second issue 
by the Comission, it hea not yet been required by the 


Commission to make this deposit. 


i It is dif fic ® understand da ool iavehve and 
complicated ht PY “i il was taken to place the admini s~ 
tration of this railway in the hands of the Commis sion, was 
adepted. The agreement entered into be tween the parties is 
lengthy and cenfusing to the lay mind. There was at the 

time the agreement was entered into, no Legislative authority 
for mak ing it, and te validate it a Special AGt, at variation 
in some respects with the Hydre~Radial Railway Act, was 
necessary e The City, undor the agreement, received no 
financial benefit and placed its railway for @ period of 
fifty years, subject to renewal, in the hands of edpinis= 
trators in the personnel of which many changes must neces~ 
sarily jake otnen during this period and appointmeats me y 

at some time be made to the Commission unsatisfactory to 


the citizens of Guelphe Without remedial legislation, which 
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it might be difficult or impossible to seaure, the City 
would be helpless. | 

(‘fhe desire and intention of the Sorporation might 
more simply and effectively have been accomplished by the 
e@leotion by the Sorporation, as the sole pnednae Raa of 
the railway, of members and officers of the Provincial 
Hydro-BRlectric Commission to constitute « Board of 
Directors ef the Railway Company to administer the rail~ 
way during the pleasure of the Sorporation. if at any time 
this Board were unsatisfactory to the Corporation, it might 
glect in the plage, 9 p> embers and officers of the Com~ 
mission, mendes eh ng ed with the ideas and wishes 


of the municipality. 


fhe Power Commission Act provides that the setting 
aside annually of money to provide for payment of the bonds 
may be deferred for a period ef five years after the be~ 
ginning of ope ra tions but that it shall be provided within 
the following thirty yearse The Hydr o~BZlectr ie Rallway 
Aet and The Guelph Railway 4ct, however, provide that the 
period of setting up a sinking fund my be deferred for a 
peried of ten years and that sinking fund charges sufficient 
‘0 pay off the bonds shall be spread over 2 period of forty 
patric eal that date, go that under *he Guelph Railway Act 
@ sinking fund sufficient to previde for payment of the 


bonds will not be completed until the expiration of fifty 
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years from May iad 1921. As the nonas already issued fall 
due in 1951, there will be no funds available to apply on 
them at thet time and a hew issue will have te be made for 
the full amount. fhe deforr ing of the per lod for beginning 
to build > a ‘siakine fund ‘fer ta yours and then spreading 
it over a per iod of eoeny years appears to us te be an un-~ 
reasonably long ‘time and hardly im accord with the grinatpios 
of sound finances if the sinking funds en the tor ty-year 
basis hed been set up ‘when the Commission assumed sontrol, 
the anausl: contribution to it would have been #2 9578200, 
and the annual defiett ‘would _— been increased by this 
amount. ne Tre an eb Date for the eighteen months' 
operations to October yrs LIZA, would ha ve beon approxi- 


mately #45,,000.00. ” 


When taking over the railway, the Commission very 
properly provided «a fund for renewals and contingencies. 
During the period which ended October Glst, 1921, the 
amount set aside for renewals was $1,996.73. The renewal 
fund for the yoar which ended OQstober Slst, 1922, if 
fixed on the same basi, would have anounted to $6,600.00. 
on December Suk bnety heodeer. the Commission aeting on 
the report of urs Gaby, the Shief Engineer, passed a 


resoltsion providing that no reserve for renewals should 
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be charged during the period of rehabilitation, Our 
Accountants, Messrs. Price, Waterhouse &@ Co., advise that 
the setting up of the renewal fund was a businesslike 

and proper action on the part of the Soummission and that 
it was improper to éhoecntions ite As we have eiready 
stated in our report on the wiindsdd* hy been) we fully 
concur reereret opinions in the case of street railways 
the obsolescence of the rolling stock and the depreciation 
of the roadbed and equipment is very marked, and the 


eetting up of a renewal reserve from the first is a sound 


poliey. In the COPY. 6 where many millions of 
dollars have been -Gpedtton ftehabilitation since the road 


wae taken over by the Gity, §1,012,627.00 bas been set 
aside for depreciation and $425,307.97 for sinking funde 
a@uringe the first sixteen months of operation, while in 
the City ef Guelph nothing whatever has been set up for 


eithers 


In December, 1919, Sir Adam Beek addressed a 
public meeting at the Opera House in Guelph and, according 
to the report in the "Guelph Daily Herald", said he did 
not believe in increasing fares and hed asked the engineers 
to base the estimates in Guelph oa the present fares ~- at 


that time a straight five-cent fare or six tickets for 
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twenty-five cents. "ne following comment on the same 
subject is taken from an editorial in the “Guelph Mercary" 
dated December 9th, 1919; 

“She matter of fares was another stumbling 
block, some @f the Aldermen thinking that these 
might be jumped beyond all reason and the public 
put to inconvenience thereby, forgetting that 
Sir Adam Beck had stated thet the Hydre 
Engineers Aeimnpuniptert eyed the present fares would 

be ample." 
On Wovember Ist, 1922, the cash fares were in= 
ereased from five to six cents or an increase of twenty 
per cent. It was stated that as twenty tickets may still 
be purchased for one , dollar, the fares have not been in- 


Srenaed for a» nosh ie ok Keo ¢ tickets in sr tye “he 


ear users as a whole appear, however» to be paying a sub- 


stantially inereased fare. the average fare paid by ail 
passengers in the year ending October lst, 192 Re was 
4.91 cents, vhereas: for four months ending fopruery 28th, 


“ 


1923, the average mony was 543 aentte 


“ae 
There is no reference in The Guelph Railway aot 
or in the gp aaa to aneernnemt and taxation, except 
as te adjustment of hiveaiond taxes on May let, 19216 Under 
heir agreenent the Commission undertook to construct und 
meintain pavements between the car tracks and for eighteen 


inches on the outside of each pakle The City apparently 
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did certain paving work for which the Sommission was 
liable, as it wes credited by the Sommission in the fiscal 
year ending October 31st, 1922, with the sum of $3,176.81 
for local improvement taxes. 

"Wo taxes are paid to the Province under the 
Corporation Tax 18, “The¥e appears to ts te de ho reason 
why the Guelph Railway should not, in the mattor of taxes 
payable to the Province, be on the same footing as any 


other railway. 


Powor for Operation 


The agreged: fy A iyés that the Sommission is 


“¢0 supply electrical power or energy for operation ef 


the railway at rates consistent with those sharged to 
Hunicipal Sorporetions". Since the date of sequisition 
the railway hes obtained its power from the City of 
Guelph and paid for same on the follewing basis: 


$1.25 per hepe per month on maximum demend, 
plus 1/2 cent por K.WeH. on actual consumption. 


Gonclus ion 
in conclusion we respectfully draw attention to 
the fact that the revenues of the railway are placed in 
and the expenditures for it are made from the “General 


Fund" of the Commission established in pursuance of 


peed 
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Seotion 6(b) of the Power Youmivsiom 4e%, the application 
of whieh Seation to other thin pewer revenues and expondi~ 
tures has bewn calied in question. 

Yeorewith we tranemit cepyy of report of our 
AVQOURGENEG, HesGrse Prive, Yaterhouse & “os, on the 
Guelph Rellway. 


DATED AP TOROHYO, aVRIL GOTH, 1923. 


1G Tipe 


(Signed) W. DBD. Gregory, Chairman 
i. Jd, Haney 
Lioyd Harris 
Je Ae ROSS 
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